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Gold and Dollar Holdings 


In the second half of 1951, the United States acquired 
$1.0 billion in gold, or more than one third of its sales 
of $2.8 billion between September 1949 and mid-1951. 
This reversal in gold flow marks a setback primarily in 
the financial position of the United Kingdom and the 
rest of the sterling area; other areas either increased 
their gold holdings or reduced them only slightly. 


Total gold and dollar assets of countries other than 
the United States amounted to $19.5 billion at the end of 
September 1951, considerably above the $14.7 billion of 
assets in September 1949 and only 6 per cent below the 
high level of $20.7 billion at the end of World War II. 
The changes during the third quarter varied widely. The 
decline for the United Kingdom alone amounted to $600 
million, or over 15 per cent, and for the total sterling 
area 1] per cent. (There was an additional decline for 
the United Kingdom of $934 million in the fourth 
quarter; details for other countries are not yet available.) 
Holdings of countries outside the sterling area rose, how- 
ever, the most significant increases accruing to Belgium, 
Western Germany, Indonesia, Japan, the Philippines, 
and Egypt. Latin American holdings fell $173 million, 


The United Kingdom and France have reduced by 20 
per cent the ceiling prices for imported wood pulp from 
all countries other than the United States and Canada. 
In the United Kingdom the new prices are effective for 
contracts concluded after February 11; they will not 
affect woodpulp delivered according to contracts agreed 
on before that date. In France the new prices will be 


» enforced from April 1; before that date, however, the 
) price for each delivery will be subject to special study. 


The quantitative restrictions on wood pulp imports which 
up to now have been in force in France will be abolished 


» when the new prices are enforced, so that the import of 
) wood pulp will be practically free. 









The new prices will seriously affect the exports of 
Scandinavian countries which are the principal European 
exporters of wood pulp. The United Kingdom alone 
took last year more than 40 per cent of Norway’s exports 
of chemical wood pulp and about 60 per cent of mechan- 
ical wood pulp. Since 30 per cent of Norway’s total ex- 
ports are pulp and paper, the sharp price decreases for 
these products may have a serious effect on the country’s 
balance of payments. 





to $3.5 billion; the decline for Canada was $47 million. 

The worsening of gold and dollar reserve positions was 
due to a combination of factors. For the sterling area, 
they included the U.S. suspension of tin purchases and 
a slower rate of U.S. stockpiling of rubber, accumulation 
of raw materials stocks by the United Kingdom, the 
loss of Iranian oil, and the $176 million payment by 
the United Kingdom on the U.S. and Canadian loans. 
For many Western European industrial countries, the 
terms of trade deteriorated as prices of manufactured 
exports lagged behind rising prices of raw materials 
imports. In some countries, increases in wages and other 
costs were a more powerful inflationary force than in- 
creased import costs. Some European countries were 
able to offset the worsening of their terms of trade by 
larger exports. Capital movements resulted in losses of 
monetary reserves for the sterling area, France, Uru- 
guay, and Mexico. Canada, on the other hand, received 
U.S. capital funds in amounts sufficient to offset a large 
deficit on trade and service account. 


Source: Federal Reserve Bank of New York, Monthly 


Review of Credit and Business Conditions, New 
York, N. Y., February 1952. 





The British and French take about one third of 
Swedish wood pulp exports. Wood pulp exports amount 
to about 40 per cent of Sweden’s total exports. Finland 
exports about 45 per cent of its wood pulp to the United 
Kingdom. 

The action seems to aim at abolishing the export levies 
on wood pulp which were introduced in the Scandinavian 
countries at the beginning of 1951, especially the Nor- 
wegian levies which, in fact, are a tax. The export levies 
in the three Northern European countries are so arranged 
that if export prices on wood pulp drop the levies drop 
also. 

Sources: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, February 13-16, 1952; The Financial 
Times, London, England, February 14, 1952. 


International Raw Materials Allocations 

A plan of distribution of primary nickel for the first 
quarter of 1952 has been established by the Manganese- 
Nickel-Cobalt Committee of the International Materials 
Conference. The plan has been accepted by each of the 
eleven Governments represented on the Committee. 
Source: International Materials Conference, Press Re- 

lease, Washington, D. C., February 4, 1952. 
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Europe 


U.K. Trade in January 


Total U.K. exports in January reached a new monthly 
record of £264.2 million. Vehicle exports contributed 
nearly one fifth of the total. Australia was still the largest 
market, while shipments to Canada were much smaller 
than they were a year earlier. 

Imports in January are estimated at £357.2 million. 
Food imports showed no effects of the cuts announced by 
the Chancellor last November; indeed the total spent on 
food rose from £99 million to £116 million, mainly owing 
to larger imports of wheat. The most striking feature of 
raw materials imports was the sharp fall in imports of 
raw wool and raw cotton. The volume of raw wool im- 
ports was 65 million pounds, compared with 80 million 
in January 1951; raw cotton imports fell from 102 mil- 
lion pounds last year to 76 million this year. 

Sources: The Financial Times, February 13, 1952, and 
The Economist, February 23, 1952, London, 
England. 


U.K. Industrial Production 
Indices prepared by the London and Cambridge Eco- 


nomic Service show that U.K. industrial production in- 
creased by about 3% per cent in 1951. This is roughly 
half the rate of expansion recorded for 1950 over 1949. 
Source: The Times, London, England, February 20, 1952. 


United Kingdom-New Zealand Meat Agreement 


The U.K. Government has undertaken to buy, or to 
permit the sale in the U.K. market, of the exportable 
surplus of beef, veal, lamb, and mutton from New Zea- 
land for 15 years, starting October 1, 1952, without 
restriction on quantity. The Ministry of Food has stated 
that, under the agreement signed in 1948, New Zealand 
promised a substantial increase in its meat exports and 
as much as 380,000 tons might be expected in 1952. A 
new technique has been developed for applying fertilizer 
to hill pastures from the air, and new works to produce 
the necessary fertilizers are being built. Also, the erection 
of new freezing works has been started, and action is to 
be taken for improving transport and port facilities to 
handle the additional production. While undertaking 
development on this scale, New Zealand farmers naturally 
require an assured market for the meat they hope to 
produce. 


Source: The Financial Times, London, England, Febru- 
ary 18, 1952. 


French Import Restrictions 


The measures to restrict imports in France that were 
taken on February 4 (see this News Survey, Vol. IV, 
p. 245, which incorrectly gave the date as January 3 
instead of February 4) were reinforced by “Instruction 


491” of the Exchange Control Office, published in the 
Journal Officiel of February 19, which suspended the 
“free list” (commodities representing about 40 per cent 
of the 1948 OEEC imports). Licenses are now required 
for all imports except in very special and limited cases, 
for instance, certain imports financed by dollars at the 
free disposal of exporters to the dollar area, Canada, or 
Mexico. “Instruction 491” describes in detail the new 
import procedure. 

In an official statement published on February 15, the 
Prime Minister announced that the dollar imports pro- 
gram had been cut from $500 million to $330 million for 
the first half of 1952. 

Sources: The Financial Times, London, England, Feb- 
ruary 15, 1952; Agence Economique et Finan- 
ciére, Paris, France, February 18, 1952. 


Netherlands Coal Production 


The Netherlands Government is planning to increase 
domestic coal production by 0.4 million tons per annum; 
present production is around 12.5 million tons and annual 
imports amount to 6 million tons. 

To carry out the plan, approximately 2,000 additional 
mine workers, further mechanization of the mining indus- 
try, accelerated use of favorably situated coal layers, and 
the building of new houses in the mining district are 


tee aa eT cai a lk EL ee 


required. The financing of the new houses will be pro- | 


vided by the Government’s Price Equalization Fund for 
Fuel. Through this Fund, which receives its income from 


levies on the production of domestic coal, the more expen- | 
sive coal imports are subsidized. An increase of domes- | 
tic coal production should lead to a higher income for | 
the Fund and to smaller imports and thus to smaller [ 


subsidies. These savings would be used in part to 
finance housing construction in the mining district. 


As a result of the concession obtained recently from [| 
Western Germany to extend the exploitation of coal | 
seams under German territory, Netherlands coal output [ 


is expected to increase by 0.2-0.3 million tons annually 
(see this News Survey, Vol. IV, p. 246). It is hoped 
that the German concession and the new plan together 


will bring about a 5 per cent expansion in output, which § 


would be equal to about 10 per cent of annual coal 

imports. 

Sources: Aneta News Bulletin, New York, N. Y., January 
18, 1952 and February 1, 1952; De Maasbode, 
Rotterdam, Netherlands, January 30, 1952. 


Middle East 


Plans for an Inter-Islamic Bank 

During his recent visit to Pakistan, Ahmed Zaki Pasha 
Saad, Governor of the National Bank of Egypt, is reported 
to have discussed with the Pakistan Government ways 
and means for expediting the formation of an Inter- 
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Islamic National Bank. The first proposal was considered 
at the Islamic Economic Conference in Karachi in 1949. 
The Bank is to act as banker to the Islamic States, its 
functions being similar to that of the Bank of England 
in relation to the sterling area. It also will finance 
development projects in member countries. 

Source: Dawn, Karachi, Pakistan, February 15, 1952. 


Egypt’s Balance of Payments 


Preliminary estimates of Egypt’s balance of payments 
for the first half of 1951 show an over-all surplus of 
LE 12.2 million, compared with a deficit of over LE 25.4 
million for the corresponding period in 1950. There was 
an increase of LE 17.5 million in gold and dollar re- 
serves, a net reduction of LE 4.7 million in other foreign 
assets, and an increase of LE 2 million in liabilities to 
nonresidents and in other liabilities. 

While payments for imports in the first half of 1951, 
at LE 126.1 million, exceeded those in the correspond- 
ing 1950 period by LE 10.2 million, proceeds from 
exports rose by LE 40.2 million, to LE 127.3 million, 
as a result of higher cotton prices. The balance of 
trade as recorded by the exchange control therefore 
showed a surplus of LE 1.2 million, in contrast to a 
deficit of LE 28.8 million a year earlier. 

The favorable balance for all other items, including 
capital remittances, rose from LE 3.4 million to LE 11.0 
million. Receipts from transactions other than merchan- 
dise increased from LE 38.1 million in the first half of 
1950 to LE 47.7 million in the first half of 1951, while 
disbursements increased from LE 34.7 million to LE 36.7 
million. 

The scheduled territories accounted for 42 per cent of 
the proceeds from merchandise exports and for 35 per 
cent of payments for merchandise imports, while Western 
Europe accounted for 30 per cent and 40 per cent, 
respectively. Transactions effected through Egyptian 
pound export accounts amounted to over LE 19 million, 
or some 8 per cent of the total turnover in merchandise 
transactions, compared with 9 per cent for the corres- 
ponding period in 1950. The United Kingdom accounted 
for nearly 60 per cent of the receipts from invisibles 
and 28 per cent of the disbursements on such items, and 
Western Europe accounted for 20 per cent and 42 per 
cent, respectively. 

While the balance of payments was favorable for the 
first six months, preliminary indications are that the 
surplus had contracted greatly by the end of the year, 
owing mainly to the reduced volume and value of cotton 
exports while payments for imports continued heavy. 
Between June 30 and December 22, 1951, sterling bal- 
ances of all banks fell by LE 50 million; of this total 
LE 14 million were converted into dollars in accordance 
with the sterling releases agreement signed on July 1, 
1951. There was a further increase of LE 1.5 million 
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in gold and dollar reserves while nonresident balances 
showed that liabilities to banks increased by LE 0.8 
million and that liabilities in respect of export accounts 
rose by LE 1.5 million. 


Source: Economic Bulletin of the National Bank of 
Egypt, Vol. IV, No. 4, 1951, Cairo, Egypt. 


Inflation in Israel 


The devaluation of the Israeli pound on February 13 
(see this News Survey, Vol. IV, p. 256) has been fol- 
lowed by a substantial increase in the prices of com- 
modities imported at the rate of one Israeli pound per 
dollar. In addition, benzine prices went up by 158 per 
cent, kerosene by 70 per cent, and lubricating oils and 
gas by about 140 per cent. The Government is attempt- 
ing to maintain control over the extent of price rises. 
Source: Israel Office of Information, Israel Digest, New 

York, N. Y., February 22, 1952. 


Investments in Israel 


From April 1, 1950, when the Investment Center was 
established in Israel, to September 30, 1951, total capital 
investment in the country amounted to the equivalent of 
US$168 million of which 40 per cent was foreign capital. 
American investment during the period was US$23 mil- 
lion, or about one third of the foreign investment. 
Source: Le Commerce du Levant, Beirut, Lebanon, Feb- 

ruary 6, 1952. 


Import Controls in Jordan 


The principal revisions in import regulations that 
went into effect in the Hashemite Kingdom of the Jordan 
on January 9 are as follows: (1) The system of classi- 
fying importers into classes and grades on the basis of 
their records of importations in 1948 and 1949 has been 
annulled and all importers are now in one class with the 
same grade. (2) A total import allocation of JD 10 mil- 
lion has been established for the calendar year 1952, of 
which JD 2 million has been allocated for cereal trade, 
JD 1 million for clothing, JD 750,000 for wheat, and 
JD 750,000 for hard currency expenditures 
(JD1 = US$2.80). (3) Importers receive their quotas 
in two installments, one for the first half of the year and 
the other for the second half. An importer can with- 
draw his quota of hard currency for his half-year allot- 
ment all at once or over a period of six months, subject 
to the approval of the Controller of Currency. (4) Fees 
for granting licenses remain unchanged at 2 per cent of 
the value of the allocation from soft currency areas and 
6 per cent of the value from hard currency areas. An 
additional tax of 1 per cent of the value of the goods is 
imposed on importation through ports other than Aqaba. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., February 11, 1952. 








264 


Taxes in Syria 

In order to encourage and facilitate commercial trans- 
actions, the Syrian Government is reported to have 
abolished all stamp taxes on checks, drafts, and commer- 
cial bills. 

A new inheritance tax has been instituted with rates 
varying between 11% per cent and 40 per cent according 
to the amount inherited and the degree of relationship 
to the deceased. A similar tax has also been instituted 
on legacies and gifts, with rates varying between 2 and 
42 per cent. 

Sources: Le Commerce du Levant, Beirut, Lebanon, 
February 6 and 16, 1952. 


Syro-Lebanese Trade Agreement 

Le Commerce du Levant criticizes strongly the recent 
agreement between Lebanon and Syria (see this News 
Survey, Vol. IV, p. 256) on the ground that the trade 
concessions made by Syria, which at first may appear 
to be considerable, are actually insignificant. It bases its 
argument on the trade figures for the period from March 
14, 1950 (date of the termination of the Union) to De- 
cember 31, 1950, which show Lebanese imports from 
Syria at LL 41.6 million and Lebanese exports to Syria 
at LL 20.2 million. The new agreement provides for the 
free exchange of domestic agricultural and industrial 
goods. According to Le Commerce du Levant, these 
goods, during the period specified, accounted for only 
about 8 per cent of Lebanese exports to Syria but for 
99 per cent of Syrian exports to Lebanon. On this 
point, therefore, Lebanon is at a comparative disadvan- 
tage. Neither is Lebanon likely to profit significantly 
from the preferential tariff treatment accorded to indus- 
trial goods, made in part of foreign raw materials. Such 
goods accounted for barely 3 per cent of Lebanon’s 
exports to Syria. The bulk of Lebanese exports to Syria 
consists of imported goods, and in the agreement Syria 
promises no more than to authorize the import of these 
goods “within the framework of the commercial interest 
of the two countries.” 

However, Le Commerce du Levant recognizes that the 
agreement has a few good points insofar as it settles an 
unnecessary quarrel between two sister nations, permits 
Syrian travel to Lebanon again, and liquidates favorably 
the old debt of LL44 million. 


Source: Le Commerce du Levant, Beirut, Lebanon, Feb- 
ruary 16, 1952. 


Turkey’s Tobacco Crop 

Turkey’s tobacco crop for 1951 is estimated at 83,000 
tons. After allowance for waste and internal consump- 
tion, 50,000 tons will be available for export. Together 
with stocks remaining from the crops of earlier years, 


the total exportable amount will be 98,500 tons. The pre- 
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1951 stock of 48,500 tons is about equally divided be- 
tween official and private holdings. 
Source: Hollandsche Bank-Unie, Economisch Overzicht, 
Amsterdam, Netherlands, January 1952. 
ECA Aid to Turkey 
During the period from April 1948 to June 1951, 








/ 
: 


Turkey received from ECA $99 million in credits and | 


$121 million in indirect aid, a total of $220 million. 
Twenty nine per cent of the total was allocated for pur- 
chases of equipment from abroad for mining and power 
development; 22 per cent each for transportation and 
agriculture; and 12 per cent for industry and national 
defense combined. The remaining 15 per cent was set 
aside for purchases of wheat, oil, chemicals, and other 
consumption goods. Releases from the counterpart funds 
during the same period were LT 231 _ million 


i ey eek re a Rai Do ta 


(LT 2.80 US$1) for the public sector and LT 59 © 
million for the private sector. The Industrial Develop- | 
ment Bank of Turkey received the major part of the | 


releases for the private sector. 


Source: Hollandsche Bank-Unie, Economisch Overzicht, 


Amsterdam, Netherlands, January 1952. 
Iraqi Oil Agreement 


On February 18, the Iraqi Parliament ratified the oil | 


agreement reached by the Government and representa- 
tives of the Anglo-Iraqi Petroleum Company (see this 
News Survey, Vol. IV, p. 61). This culminates approxi- 


mately two years of negotiation. The agreement is retro- | 


active to January 1, 1951 and provides for an equal 

sharing of profits. On this basis Iraq expects to receive 

oil revenues of £31 million in 1952, steadily rising to 

£60 million in 1955. 

Source: The Financial Times, London, England, Febru- 
ary 18, 1952. 


Balance of Payments of Pakistan 


The balance of payments of Pakistan for the period | 
July to September 1951 shows a deficit of PRs 23.3 mil- | 


lion (PRs 3.31 = US$1). This includes a surplus of 
PRs 170.7 million with India, and a deficit of PRs 194 
million with the rest of the world. This quarterly state- 
ment, however, should not be taken as showing a definite 


me 


ee 


trend in Pakistan’s international payments position. | 


Pakistan’s major exports, namely jute and cotton, are 
of a seasonal nature and the third quarter is normally 
a very slack period for the export trade. 


te ta a 


Source: Dawn, Karachi, Pakistan, February 14, 1952. ff 


Far East 


Indian Raw Jute Production 
India’s raw jute production for 1951-52 is estimated 


at 4.68 million bales, against 3.30 million in 1950-51. 


A further increase of at least 1.5 million bales will be | 


necessary before India can meet her minimum require- [/ 


ments which are placed at 6.2 million bales a year. The 
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diversion of land from food crops to jute was compara- 
tively small; at the most it amounted to 400,000 acres, 
and in terms of quantity of rice foregone was much less 
than 100,000 tons. 


Source: The Statesman (Overseas Edition), Calcutta, 
India, February 16, 1952. 


Ceylon’s Trade Balance 

Ceylon had a trade surplus of Rs 343 million in 1951, 
somewhat smaller than the 1950 favorable balance of 
Rs 396 million. The decline resulted from a 34 per cent 
increase in the value of imports, from Rs 1,167 million 
in 1950 to Rs 1,559 million in 1951. Exports in 1951 
increased 22 per cent, from Rs 1,563 million to Rs 1,904 
million. 

About 45 per cent of imports consisted of food, drink, 
and tobacco. The chief source of imports was the United 
Kingdom, which supplied 21.9 per cent of the total. 
Other supplier countries included Burma (14.7 per cent), 
India (12.1), Australia (8.0), United States (5.3), Japan 
(5.0), Iran (2.4), Pakistan (2.0), Belgium (1.7), and 
France and Holland (1.5 each). 

Tea accounted for 42 per cent and rubber for 31 per 
cent of total exports. The largest percentage of Ceylon’s 
exports went to the United Kingdom, which received 
30.7 per cent. The United States received 10.4 per cent, 
Australia 6.9, Holland 5.3, Egypt 4.3, Germany 4.0, 
Canada and Italy 3.8 each, South Africa 3.3, India 2.5, 
New Zealand 2.0, France 1.9, and Pakistan 1.8. 


Source: Government of Ceylon Information Department, 
Ceylon News Letter, Colombo, Ceylon, February 
1, 1952. 


Japanese 1952-53 Budget 

Japan’s budget for fiscal 1952-53, submitted to the 
Diet on January 23, is of significance in that it is the 
first government budget since the peace treaty. In the 
General Account, receipts and expenditures are estimated 
at Y852 billion each, an increase of Y59 billion 
over the 1951-52 budget. The chief source of increased 
revenue is an expected rise in tax receipts. The various 
expenditures resulting from agreements in the peace 
treaty total Y203 billion, constituting 23.8 per cent of 
the General Account outlay. These expenditures include 
Japan’s share of the expenses of U. S. forces stationed 
there, a strengthening of the National Police Reserve and 
Maritime Safety Board, reparations, and indemnities for 
Allied properties. 
Source: Bank of Japan, Fortnightly Letter, Tokyo, Japan, 

February 1, 1952. 

Philippine Tax Measures 

President Quirino in a message to the Philippine Con- 
gress has urged that four major tax measures due to 
expire at the end of 1952 be extended to the end of 
June 1954. These measures are increased rates on 









individual incomes, increased rates on corporate incomes, 
increased specific taxes on distilled and fermented liquors, 
wines, and tobacco products, and the 17 per cent special 
tax on sales of foreign exchange. The total annual 
income from these sources is P215 million (1 peso= 
US$0.50). 
Source: Philippine American Chamber of Commerce, 
Weekly Bulletin, New York, N. Y., February 15, 
1952. 


United States and Canada 


U.S. Rubber Purchases 

The U.S. General Services Administration (GSA), 
which has been the exclusive buyer of natural rubber 
since the end of 1950, has announced that exclusive 
control over natural rubber imports and supplies will 
soon be lifted and that trading will be completely restored 
to the free market. This action is due to the successful 
building up of the rubber stockpile and to a decline in 
rubber prices to more reasonable levels. GSA will con- 
tinue partial jurisdiction over the rubber trade through 
a “transition period” to end in July, at which time all 
buying and selling will be on a private basis, with the 
exception of purchases for the stockpile. 
Source: The Journal of Commerce, New York, N. Y., 

February 25, 1952. 


Bank of Canada Annual Report 

The Annual Report of the Bank of Canada for 1951 
reviews the economic and financial events of the past year 
and a half. Through the first part of 1951 expectations 
of shortages were widespread in Canada as well as in 
the United States. There were sharp increases in pri- 
mary commodity prices, heavy buying for inventory 
accumulation, and abnormally large consumer purchases. 
However, a substantial growth in output and some delay 
in the expansion of defense programs resulted in the 
physical quantity of goods available to the nondefense 
sector being greater than prospective buyers had expected. 
The failure of serious shortages to develop as quickly 
as had been anticipated, together with government action 
to restrain demand, induced a substantially higher level 
of private saving later in the year. 

Monetary-fiscal measures to restrain inflationary pres- 
sure in the first part of 1951 included a voluntary credit 
restraint agreement between the Bank of Canada and the 
chartered banks; increased down payments for housing 
financed under the National Housing Act; higher down 
payments and shortened repayment periods on installment 
credit; increased excise, sales, and personal and corporate 
income taxes; and a scheme of deferred depreciation 
for tax purposes on designated types of new capital 
expenditure. 

The easing of inflationary pressures did not, however, 
result in any significant decline in prices. Higher costs 
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of a few basic foodstuffs—particularly meats—led to 
demands for wage increases which on the average ex- 
ceeded the average increase of output per manhour in 
trade and industry, and therefore tended to increase the 
cost of goods and services. On the whole, the increase 
in weekly wages during 1951 was about the same as the 
rise in the level of retail prices. 

After the first quarter of 1951 Canadian production 
tended to level off, particularly in manufacturing. For 
1951 as a whole, total physical production was 5-6 per 
cent above the 1950 rate; prices were about 11 per cent 
higher; and the gross national product, at Can$21.2 
billion, was nearly 18 per cent above that of 1950. 

For the calendar year the Federal Government had a 
budget surplus of $512 million, compared with $252 mil- 
lion in 1950. More than $200 million of the surplus 
was loaned to the Exchange Fund, largely for taking 
over Bank of Canada holdings of foreign exchange. The 
over-all cash surplus of $354 million (including certain 
non-budgetary transactions) was used to retire public 
debt. 

General public holdings of Canadian Government bonds 
declined by $680 million during the year, in part because 
of the reduction of outstanding public debt and in part 
because of sales by life insurance companies and other 
holders in order to obtain funds for business investment 
and for the purchase of new provincial and municipal 
security issues. During 1951 the Bank of Canada was a 
substantial net buyer of securities, but these purchases 
were not unlimited and at times the quantity of longer 
term bonds offered for sale greatly exceeded demand, 
with the result that long-term bond prices declined and 
yields rose. The rise in long-term yields over the year 
amounted to % per cent. The spread also widened 
between Federal Government securities and other long- 
term high grade bonds. 

Source: Bank of Canada, Annual Report to Minister of 
Finance for the Year 1951, Ottawa, Canada, 
February 11, 1952. 


Latin America 


New Tax Law in El Salvador 


A new income tax schedule that went into effect in El 
Salvador on January 1 is aimed at easing the tax burden 
on the lower income groups and shifting a greater part 
of the burden to those whom the Government deems most 
capable of paying the levy. The total income tax reve- 
nue, however, is not expected to increase. The law has 
new tax deductions applicable especially to industry, such 
as depletion and expenditures on workers’ benefits, all 
of which can be deducted from gross income, and also 
exemptions for the purpose of encouraging low cost 
housing construction. In addition, it exempts from tax 
the remuneration received by foreign experts advising 


the Government or official institutions, if the remunera- 

tion is paid by a foreign institution. 

Source: The Journal of Commerce, New York, N. Y., 
February 20, 1952. 


Colombian Agricultural Products Defense Corporation 


By Decree of January 7, the Corporacién de Defensa de 
Productos Agricolas (Agricultural Products Defense 
Corporation) was created in Colombia, to replace the 
former Instituto Nacional de Abastecimientos (National 
Supplies Institute). It will be under the control of the 
Banco de la Republica, and its function will be to guar- 
antee minimum prices for rice, corn, wheat, potatoes, 
and beans. 

Source: El Tiempo, Bogota, Colombia, January 17, 1952. 


Rice Export Subsidies in Ecuador 


Under Emergency Decree No. 2 of January 28, the 
Ecuadoran Government will subsidize the export of up 
to 450,000 quintals of rice of the 1951 crop. The sub- 
sidy will be 10 sucres per quintal and will apply to sales 
contracts entered into until February 29, 1952. Shipments 
of rice must be made within 60 days following the date 
of the contract. Exporters may not declare the value of 
exports, for purposes of surrendering exchange, at less 
than US$7.5 per quintal, f.o.b. Ecuadoran ports. The 
subsidy shall be discontinued at any time if current for- 
eign quotations of rice similar to the Ecuadoran variety 
rise to the equivalent of US$9, f.o.b., per quintal. 

The Central Bank is in charge of paying the subsidy 
to exporters and will reimburse itself, by monthly install- 
ments during 1952, out of the proceeds of the ad valorem 
tax on import permits (33 per cent on group B imports 
and 44 per cent on group C imports). 

The reason for establishing the subsidy is that high 
production costs of the 1951 crop would have made its 
export difficult at present prices of Ecuadoran rice in 
international markets. The subsidy seeks to move rice 
into export channels quickly in order to stimulate the 
inflow of exchange and increase domestic business (see 
this News Survey, Vol. IV, p. 259). 

Source: Registro Oficial, Quito, Ecuador, January 28, 
1952. 


Bolivian Budget for 1952 


The Bolivian budget approved for 1952 provides for 
expenditures of Bs 5.1 billion, 8 per cent more than the 
1951 estimates, and revenue of Bs 5.0 billion, 65 per 
cent more than in 1951. The deficit, estimated at Bs 64 
million, is considerably less than the 1951 estimated 
deficit of Bs 1.7 billion, since the better prices now pre- 
vailing for mineral exports are expected to result in a 
large increase in revenue. The major proportion of 
revenue (83 per cent) is from direct and indirect taxes, 
mostly on the mining industry. It is estimated that reve- 
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nue from this source in 1952 will be 53 per cent above 
that of 1951. 


Source: La Razén, La Paz, Bolivia, January 30, 1952. 


Chilean Sugar Beet Industry 

On January 30, the Development Corporation in Chile 
approved a project for establishing a sugar refinery in 
order to stimulate development of the sugar beet industry. 
The refinery would cost around half a million pesos. 
Roughly US$3 million would be spent in Western Ger- 
many in buying the necessary equipment. The project 
is considered a pilot plan, since the refinery would pro- 
duce only 10,000 metric tons of refined sugar (valued at 
roughly US$1.5 million) or only a little over 5 per cent 
of Chile’s total annual consumption. The value of Chile’s 
annual imports of sugar averages about US$25 million; 
most of them are received from Peru. 
Source: El Mercurio, Santiago, Chile, January 31, 1952. 


Paraguayan Exchange Budget and Import Policy 

By Resolution No. 376 of January 15, the Monetary 
Board of the Bank of Paraguay approved the exchange 
budget for 1952, which estimates total sales of exchange 
at the equivalent of US$39.5 million; $35.3 million is 
for imports and $4.2 million for services. Total pur- 
chases of exchange are also estimated at $39.5 million: 
$38.6 million from exports and $0.8 million from services. 
The revised exchange budget for 1951 estimated total 
purchases at $39.3 million ($38.3 million from exports 
and $1.0 million from invisibles), and total sales at $36.5 
million ($29.6 million for imports and $6.9 million for 
services). Thus the surplus for 1951 was estimated at 
$2.8 million. 

The Monetary Board also adopted the following deci- 
sions on import policy: (1) Imports are classified in 
two groups. Group I, essential goods, comprises cattle 
for meat-packing plants, wheat, grease and lubricating 
oils, petroleum, gas-oil, medicinal oils, serum and vac- 
cines for veterinary use, antibiotics, agricultural ma- 
chinery, and wool for industry; for these imports the 
rate of 6 guaranies per U.S. dollar is applied. Group II, 
less essential goods, includes most imports not in Group 
I; a rate of 9 guaranies to the dollar applies to this group. 
The importation of items not included in these two 
groups, i.e., nonessentials and luxuries, continues to be 
temporarily suspended. (2) Preference will be given to 
the import of machinery for new industries, raw mate- 
rials for industry, machinery and spare parts, com- 
bustibles, and lubricants. (3) The granting of exchange 
for imports from countries with which Paraguay has 
trade agreements will be governed by the balances of the 
respective agreement accounts. (4) Exchange calls are 
to be made periodically, stipulating the foreign currency 
to be granted and the items to be imported. Applica- 
tions for exchange contracts covering items under (2), 
however, may be submitted at all times. 
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Source: Bank of London & South America, Fortnightly 
Review, London, England, February 13, 1952. 


New Exchange and Price Measures in Argentina 

On February 18, President Peron announced a series 
of measures designed to combat inflation in Argentina. 
They provide for tight control over the production and 
domestic consumption of meat, for higher farm prices 
as a stimulus to agriculture, for increases in wages and 
salaries, and for a price freeze in the future. The Presi- 
dent also announced that present exchange rates may be 
made more “flexible” in order to favor, on the one hand, 
foreign purchases of Argentine goods, and, on the other 
hand, the importation of agricultural machinery. The 
new controls, to take effect on March 1, will be in force 
for two years. 

The principal features of the “1952 Economic Plan” 
are as follows: 

1. Where present exchange rates impair the flow of 
exports, the rate will be modified within the framework 
of the present exchange rate structure. Special exchange 
rates may also be allowed for imports of agricultural 
machinery, implements, and spare parts. 

2. After wages are increased some 40 to 80 per cent, 
prices and wages will be stabilized. President Peron 
emphasized that in 1949 prices were frozen and wages 
stabilized for two years, in an attempt to minimize the 
price effect of the exchange adjustments introduced after 
the devaluation of sterling. He stated that price in- 
creases, however, have averaged 80 per cent, while wage 
contracts have remained about the same. The President 
said that while some price increases were justified, others 
were due to speculation. 

3. In order to save meat for exports, the number of 
meatless days in public-eating places is increased from 
one to two a week. It was decreed that one day’s pro- 
duction of all slaughter houses must be devoted to ex- 
ports, and that on one other day each week there must 
be no slaughtering. It is expected that these measures 
will allow meat exports to increase by over 100,000 tons 
a year. In 1950 and 1951 there was a serious reduction 
in Argentina’s supplies of meat available for export, re- 
sulting both from droughts in those two years, which 
damaged the cattle and pig stock considerably, and from 
increased domestic consumption, since prices of meat were 
low relative to other foodstuff prices. Last December 
official prices of beef for domestic consumption were 
raised by 21 per cent. 

4. The official prices at which the IAPI (Trade Pro- 
motion Institute) will buy from farmers crops for export 
will be substantially increased. No details are available, 
however, on the new official prices. 

The Argentine Central Bank announced on February 
20 a new mixed exchange rate for cheese, butter, and 
casein exports. The mixing will consist of 60 per cent of 
the rate of 7.5 pesos per U. S. dollar and 40 per cent of 
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the free market rate of about 14 pesos per dollar. This 
would give a new effective rate of approximately 10 pesos 
per dollar against the previous rate of 7.5 pesos, and 
would imply a 25 per cent devaluation of the rate applic- 
able to these export items (33 per cent increase in peso 
proceeds from exports). This preferential exchange treat- 
ment might allow the export at world prices of current 
accumulated stocks of 20,000 tons of casein. 

A similar policy could be adopted for wool, of which 
Argentina has an accumulated stock of 200,000 tons. 
Wool producers have been asking for preferential ex- 
change treatment as the only measure that could reactiv- 
ate their exports. At present, greasy and washed wool 
moves at the rate of 5 pesos and combed wool at the 
rate of 7.5 pesos per U. S. dollar. Wool prices increased 
sharply after the outbreak of the Korean war, reaching 
their highest quotation in March 1951. A sharp decline 
then followed and the authorities suspended the issuance 
of export licenses at prices lower than the March 1951 
peak, thus bringing wool exports to a standstill. In the 
first ten months of 1951, wool exports amounted to 
57,400 metric tons, less than half the 124,100 metric tons 
exported in the corresponding period of 1951. Since 
wool is the most important dollar earner in Argentina’s 
foreign trade, the cessation of exports poses a particu- 
larly serious problem. The seriousness of the situation 
is due not only to low prices but also to the small demand 
for wool in the U. S. markets; therefore it seems that a 
higher peso rate for wool exports might stimulate such 
exports. 

Sources: The Washington Post, Washington, D. C., Feb- 
ruary 19, 1952; La Prensa, February 20, 1952, 
and The Journal of Commerce, February 21, 
1952, New York, N. Y. 


Other Countries 
South African Trade and Premium Gold Sales 

South African imports in 1951 reached a record level 
of £469.1 million, exceeding imports in 1950 by more 
than 50 per cent. Exports expanded from £252.2 million 
to £343.2 million (these figures exclude gold bullion). 
Wool exports fell from £74.7 million to £62.3 million 
but the value of semi-processed and processed gold ex- 
ports increased by about 80 per cent, to £68.5 million. 
Exports of diamonds at over £25 million and of maize 
at over £5 million each showed an increase of about 
£5 million. 

Additional revenue from premium gold sales received 
by the mining industry in 1951 amounted to £6,693,001 
compared with £2,123,547 in 1950. The additional 
revenue in the fourth quarter, £1,188,742, was the lowest 
quarterly figure for the year. 

Gold production for the year, including the two new 
Free State mines, was 11,505,649 ounces, valued at 
£137,494,860, compared with 1950 production of 
11,659,280 ounces, valued at £139,491,029. 


Source: Cape Times, Cape Town, Union of South Africa, 
January 21, 1952; Union of South Africa Gov- 
ernment Information Office, South Africa Re- 
ports, New York, N. Y., February 21, 1952. 

South African Capital 

The Secretary of the South African Reserve Bank has 
stated that a flow of new savings, through the medium 
of building societies, insurance companies, and the Post 

Office Savings Bank, is badly needed. A sum of £700 

million would probably meet the capital needs of the 

Union for about 4 years. He estimated that during that 

period between £200 million and £250 million would 

come into the Union from outside sources. The inflow in 
the last few years had been at the rate of about £60 
million a year. 

Source: Cape Times, Cape Town, Union of South Africa, 
January 4, 1952. 


Colonial Loans 
Within the month of February, two loans floated in 
London by Colonial Governments were heavily oversub- 
scribed. The first one, by Southern Rhodesia, issued at 
a price of 99 per cent, was for £7.5 million and carries 
interest of 414 per cent stock redeemable at par in 1977- 
82. The Uganda loan, of £5,983,000 issued at a price of 
89 per cent, carries a rate of 314 per cent redeemable in 
1966-69. This was the second installment of the £3 mil- 
lion Uganda loan issued two years ago. The proceeds 
of both issues are to be re-lent to the Uganda Electricity 
Board for financing the Owen Falls Hydro-Electric 
Scheme. 
Sources: The Times, February 8 and 19, 1952, and 
The Financial Times, February 22, 1952, Lon- 
don, England. 


Tangier Sterling Rates 

The International Bank of Tangier reports the fol- 
lowing rates for transferable account sterling (in dollars 
per pound sterling) : £ Tangier account, $2.6612; £ Span- 
ish account, $2.35-2.37; £ French No. 1 account, $2.38- 
2.40; £ Portuguese account, $2.53-2.56. 
Source: New York Herald Tribune, Paris, France, Feb- 

ruary 16, 1952. 
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